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DAN SMOOT 


Social Security Is Bankrupt 


Unless something unforeseen happens, America’s bankrupt social ‘security system will 
go further in the red again this year — as it does each election year. 


The House Ways and Means Committee has approved a 7 % across-the-board increase in 
social security benefits and an increase of the taxable wage base from $4200 to $4800 a year. 


Congressman Wilbur D. Mills (Democrat, Arkansas), Chairman of the Ways and 
Means Committee said the completed bill would be presented to the House during the week 
beginning July 28, and that “passage is regarded as certain.” 


Last year (in the April 29, 1957, issue of this Report) I asserted that the social security 


system is bankrupt. In the July 8, 1957 issue, I returned to the theme and reported a conver- 
sation with a Congressman friend of mine who refused to let me use his name. 


The Congressman said: 


The social security system is already bankrupt. ... The whole idea was bankrupt from the begin- 
ning. But up until two years ago, social security was at least taking in more money every year than it 
was paying out — because there were 10 or 15 times more people paying than receiving. 


But about two years ago, after the 1954 Amendments to the Social Security Act went into effect, 
social security crossed the line into actual bankruptcy and started running a deficit. 


said: 


This is serious. If the thing is in that shape now, it’ll be horrible 15 or 20 years from now when 
another 30 or 40 million people are added to the beneficiary rolls. 


The Congressman replied: 


Yow’re right. It could wreck our entire economy. 


T hese two reports brought me quantities of mail — much of it from subscribers who 
!ad written Congressmen or Senators, or the Secretary of Health, Education and Welfare, 
<sking for comment on my allegations. In most cases, my subscribers sent me the replies 
‘hey received from Washington officials. In most cases, those replies indicated that Smoot was 
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an irresponsible liar — indicated that the so- 
cial security system is still in good shape: it is 
still taking in more than it pays out and has a 
“trust fund” of 22 billion dollars to meet fu- 
ture obligations. 


It is significant that one year later (July, 
1958) social security advocates are still say- 
ing that we have 22 billion dollars in the so- 
cial security trust fund. 


Meanwhile, the number of people who draw 
Federal Old-Age, Survivors or Disability pay- 
ments under social security has been growing 
at the rate of 100,000 a month. 


In a letter to me, dated June 4, 1957, the 
Department of Health, Education and Wel- 
fare said: 


As of June, 1957, slightly over 10 million people 
are getting old-age, survivors, or disability pay- 


ments under social security, at the rate of $540 


million a month. 


On June 16, 1958, Marion B. Folsom, Sec- 
retary of Health, Education and Welfare, in 
a statement before the Ways and Means Com- 
mittee, said that in May, 1958, the Federal 
Old-Age, Survivors, and Disability Insurance 
system paid benefits to 11.8 million persons at 
the rate of $7.8 billion a year (650 million 
dollars a month). 


In 11 months, the rolls of those who receive 
FOASDI payments increased by more than 1 
million persons. The money value of the bene- 
fit payments increased 110 million dollars a 
month. But not a penny has been added to the 
trust fund to meet future obligations to the 
new millions being added to the social security 


rolls. 


In fact, the social security trust fund, 
which, if the system were sound, would be 
increasing each year, is actually decreasing. 


In his June 16, 1958, statement to the 
House Ways and Means Committee, Secretary 
Folsom admitted that the social security sys- 
tem operated in the red during the fiscal year 
ending June 30, 1958, and that an even big- 


ger deficit (1.1 billion dollars) is now ex- 
pected for the year ending June 30, 1959. 


In other words, the social security systen. 
is, as I characterized it more than a year ago 
bankrupt; and it is no longer possible fo: 
Washington officialdom to hide that fact. 


Secretary Folsom claimed that the curren: 
deficits resulted from a “temporary decline’ 
in our economy, but prophesied that every - 
thing would be rosy in the future. 


He knows better, however. That’s why the 
Eisenhower administration is opposed this year 
to increasing social security benefits. 


Compulsory social security always has 
been the keystone of dictatorship. It puts gov- 
ernment in control of the lives of people, and 
it enables politicians to buy votes with the 
voters’ own money. 


Every election year since the Social Secur- 
ity Act was passed in the United States, “‘lib- 
eral” politicians buy votes by promising to in- 
crease social security benefits — to take care 
of our “senior citizens.” Every extension of 
the social security system has been made dur- 
ing an election year. 


In 1956, Congress itself became alarmed at 
the biennial election-year orgy of buying votes 
by extending social security benefits. Con- 
gress extended the social security system in 
1956, but tried to put some brake on future 
election-year vote-buying by setting up an 
Advisory Council which was supposed to re- 
view and report on the condition of the social 
security system prior to any increase in tax 
rates or extension of benefits. The first suc. 
report of this Council is due January 1, 195°. 


Apparently, Congress thought this woul | 
prohibit political expansion of social securit / 
during the 1958 election year. 


Within a month after Congress convene! | 
in January, 1958, Congressmen and Senator ; 
had introduced more than 400 bills to expan | 
and increase the social security system. 
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Vote hungry politicians are not about to 
vait for the first report of their own Advisory 
Jouncil. 


There are some who take heart in the fact 
hat the Eisenhower administration is this year 
pposed to increasing social security benefits. 

“hey think the President may veto the new 
-ocial security increases which Congressman 
fills of Arkansas thinks the Congress is cer- 
(ain to pass. 


This is a forlorn hope. The only thing that 
would positively keep the 1958 election year 
extensions of social security from becoming 
law would be intense and massive public pres- 
sure on Congress. 


How Long? 


Qn July 17, 1958, the American Enter- 
prise Association, Inc. (1012 Fourteenth 
Street, N. W., Washington, D. C.) published 
a scholarly, carefully documented study of 


the pending proposals to amend the Social 
Security Act. 


On page 3 of this study are statistics on the 
number of people already receiving some kind 
of social security benefits: 


As of April, 1958, 11.6 million persons were re- 
ceiving benefits under FOASDI (Federal Old-Age, 
Survivors, and Disability Insurance), 5.6 million 
under public assistance, and 3.2 million under un- 
employment insurance. Although this totals 
(about) 20.5 million beneficiaries, correction must 
be made for those individuals receiving more than 
ove type of payment, 


In December, 1956, the Department of Health, 
Elucation and Welfare estimated that 560,000 
b rsons received both FOASDI and old-age assist- 
a ‘ce payments. Even in the light of this fact, how- 
e er, it would appear that 19-20 million persons 
ae receiving some form of social insurance 


b nefits. 


To be quite precise about it, these official 
fzures (which the American Enterprise As- 
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sociation took from Secretary Folsom’s state- 
ment to the House Ways and Means Commit- 
tee) say that in April, 1958, nineteen million, 
eight hundred and forty thousand persons 
were drawing some kind of relief or pension 
benefits from the federal treasury under the 
social security program alone. 


In March, 1958, there were 2,323,947 ci- 
vilian employees on the federal payrolls. There 
were approximately 2,500,000 persons on the 
military payrolls of the federal government. 


I have been unable to obtain exact figures 
on the number of persons drawing federal 
pensions under programs that are apart and 
distinct from the vast and complicated social 
security programs: that is, retired civil service 
employees, retired military personnel, vet- 
erans, and so on. A safe estimate is that the 
federal treasury is paying pensions to at least 
4 million persons, in addition to the 19,840,- 
000 persons getting federal money under the 
broad social security program. 


Total employment in the United States in 
July, 1958, (exclusive of federal civilian and 
military employees) was 62,600,000. 


What do all these figures mean when you 
analyze them? 


Number of persons living on payments 
from the federal treasury: 


various kinds of 
“social insurance” 19,840,000 


other federal pensions _________ 4,000,000 
federal civilian employees. 2,323,947 
federal military employees. 2,500,000 


Even though the federal employees and pen- 
sioners do themselves pay taxes; even though 
a good many of them are certainly entitled 
(legally and morally) to everything they are 
getting —the fact remains that there are 
62,600,000 people working outside the federal 
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government and paying money into the federal 
treasury, while there are 28,663,947 people 
living on payments from the federal treasury. 


How many of the “gainfully employed” 
62,600,000 people outside of the federal gov- 
ernment are local and state government em- 
ployees? How many millions of them get direct 
subsidies from the federal treasury, for their 
businesses, or for banking the soil, or for not 
growing crops? How many millions of them 
have children who get free school lunches 
under the federal government’s agricultural 
surplus disposal program? How many of them 
make their livings (either as businessmen or 
as laborers) from government contracts for 
producing goods to be given away to foreign 
governments? 


How long can such a society endure before 
the total population is totally enslaved in a 
system of total socialism? 


Socialized Medicine 


The socialist planners in Washington tried 
to get National Compulsory Health Insurance 
included in the original Social Security Act in 
1935. But even President Roosevelt was not 
ready to go that far in 1935. 


In 1939, the late Senator Robert F. Wagner 
introduced a bill permitting the states to ex- 
periment with compulsory health insurance 
plans. The bill failed to come to a vote. 


In 1943, Senator Murray, the late Senator 
Wagner, and the late Congressman Dingell in- 
troduced the first Wagner-Murray-Dingell 
Bill, calling for a complete federally operated 
system of medical and hospital care insurance, 
to function within the social security system, 
and to be financed by increased pay-roll taxes. 


The bill died in committee. 


Slightly altered, this Wagner-Murray-Din- 
gell Bill was reintroduced in 1945, this time 


with President Truman’s approval. It died 
again. In 1947, the same thing happened. 


In 1954, 1955, and 1956, the Eisenhower 
administration (while decrying all previous 
Democrat attempts to promote socialized 
medicine) asked congressional approval for a 
special modern-republican brand of socialized 
medicine. 


The Eisenhower administration wasn’t go- 
ing to put the government in the health insur- 
ance business: it merely wanted to use $25 
million dollars of the taxpayers’ money to 
guarantee private companies against losses if 
they would write health insurance policies 
which the insurance industry considered eco- 
nomically unsound! 


The Eisenhower Health Reinsurance Plan 
never got off the ground either; and there was 
never much evidence that anyone expected it 
to, because as early as 1950 the serious pro- 
ponents of governmentalized medicine in the 
United States had found the approach that 
would work: quit trying to legislate compul- 
sory health insurance or socialized medicine 
openly and directly; just write socialized med- 
icine into the social security law each elec- 
tion year when the social security system was 
“expanded.” 


In 1950, the Social Security Act was 
amended to provide money payments, medical 
care, and remedial treatment for needy and 
disabled individuals 18 years of age or older. 


More “‘medical” provisions were added and 
more persons were brought under “health in- 
surance” provisions in 1952, 1954, and 1956. 


In 1958, the advocates of socialized medi- 
cine are at it again, this time with considerably 
more planning and foresight than in previou: 
years. 


The principal ‘socialized medicine” amend- 
ment to the Social Security Act before Con- 
gress in 1958 is the Forand Bill, H. R. 9467. 
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The AFL-CIO is the primary sponsor of the 
Vorand Bill. Congressman Aime J. Forand 
(Democrat, Rhode Island) introduced it on 
{ ugust 27, 1957. He said at the time that he 
cidn’t expect Congress to act on the bill in 
1957: he merely wanted to get the thing 
s arted so that the AFL-CIO and other lob- 
tes for socialized medicine could build up 
pressure for the measure in 1958. 


The Forand Bill would provide “insurance” 
azainst the costs of hospital, nursing home, 
and surgical service for all persons eligible for 
o'd-age and survivors insurance benefits; and 
it would be financed by an additional 1% 
payroll tax. In other words, the Forand Bill 
would extend socialized medicine to every- 
one on the social security dole, by increasing 
the social security payroll tax 1%. 


The House Ways and Means Committee 
held hearings on the Forand Bill in June, 1958. 
The Association of American Physicians and 
Surgeons (185 North Wabash Avenue, Chi- 
cago, Illinois) took the lead in alerting the 


medical profession to the dangers of the For- 
and Bill. 


Considerable public opposition developed; 
and, for a while, it looked as if Congress would 
refuse to act on the Forand Bill this year. 


One serious danger remains, however, if the 
public does not keep a close watch on Con- 
gress during the latter days of this session. 


The Forand Bill still has the support of the 
AFL-CIO. According to Congressman Ralph 
Gwinn, there are 175 members of the House 
of Representatives and “almost a majority” of 
Senators who are eager to do whatever the 
lator bosses demand. All members of the 
House, and one-third of all Senators, must be 
ele:ted this year. The Forand Bill would pro- 


vie immediate “benefits” to approximately 
13 million people. 


Sonsider all these things and then remem- 


be: that Congressman Wilbur D. Mills, Chair- | 
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man of the powerful House Ways and Means 
Committee, has said that passage of a bill to 
increase social security benefits is “regarded 
as certain” in the House this year. With the 
public distracted by the ghastly failures and 
dangerous developments in our foreign affairs, 
it would be quite easy for the Mills bill to be 
amended, on the floor, to include provisions 
of the Forand Bill. 


Without the Forand Bill, America is al- 
ready well on the way toward socialized med- 
icine — despite the fact that socialized medi- 
cine has proven itself an ugly failure where- 
ever and whenever it has been tried out. 


Under the Hospital Survey and Construc- 
tion Act as amended (in 1949 and later) the 
federal government is virtually in control of 


hospital construction all over the United 
States. 


This Act empowers Congress to appropriate 
$150,000,000 a year for hospital construc- 
tion, with a minimum allotment of $200,000 
to each state. To get their allotments, states 
and communities must get their hospital con- 


struction plans approved by the U. S. Public 
Health Service. 


Since 19 54, the government’s annual grants 
to the states for specific governmentalized 
medical programs (such as polio serum dis- 


tribution) have averaged around $100,000,- 
000 a year. 


Under the Mental Health Act of 1946, the 
federal government has been appropriating 
around $7,000,000 a year to establish and ex- 
pand mental health programs in the states. 


In addition to these various grants-in-aid 
programs, the federal government is today 
providing governmentalized medical care di- 
rectly to about one-fifth of our total popula- 
tion (more than 30 million people), through 
some 35 federal medical systems operated by 


' the armed services, Veterans Administration, 


U. S. Public Health Service, Department of 
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Agriculture, Interior Department, State De- 
partment, Justice Department, Commerce De- 
partment, and Labor Department — not to 
mention the over-all activities of the Depart- 
ment of Health, Education and Welfare. 


The Social Security Trust Fund 


As pointed out in an article above, the list 
of persons receiving social security is growing 
at a rate of more than 1 million persons a year; 
but the trust fund, which is supposed to be set 
aside to take care of the government’s liabili- 
ties under the social security program, and 
which has been reported at $22 billion dollars 
for the past two years, is actually shrinking 
rather than growing. 


There is nothing particularly alarming 
about the “shrinking” of the social.security 
trust fund, however, because the fund itself 
is a fraud. 


Alll social security advocates will tell you 
that the money taken out of your paycheck, 
and deducted from your employer, for social 
security is mot spent by the government: it is 
put into a social security trust fund to meet 
the expenses of social security operations and 
to pay you your pension and other benefits 
when you are eligible for them. 


The truth is that money taken away from 
you for social security is spent exactly as the 
money taken away from you for income tax 
is spent: for foreign aid, and so on. The only 
thing that goes into the social security trust 
fund is the government’s I.0.U. —govern- 
ment securities and bonds. If the government 
had to pay to the people on social security rolls 
the $22 billion dollars that is in the social se- 
curity trust fund, the government would first 
have to take away from the people (by more 
borrowing or direct taxes) $22 billion dollars 
to cash in the bonds that are in the trust fund. 


But the government has already taken $22 
billion from the people in order to put those 
bonds in the trust fund, in the first place! 
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That’s the way the welfare state works. 


Central Intelligence Agency 


Well-informed sources in Washington re- 
port to me that Congress is seriously consider- 
ing legislation which would eliminate the Cen- 
tral Intelligence Agency. 


The CIA, first organized in 1946 as the 
Central Intelligence Group, represents one oi 
the most sinister violations of American con- 
stitutional principles that Congress has ever 
sanctioned. The Constitution says that al! 
money bills must originate in the House of 
Representatives. The intent is obvious: the 
House of Representatives was to be the watch- 
dog of the people’s money; the people were 
to have frequent opportunity to change 
watchdogs. 


But when Congress authorized the Central 
Intelligence Agency, it abandoned its consti- 
tutional role. The CIA is such a sacrosant, 
super-secret outfit that Congress does not even 
know how much it appropriates for CLA. CIA 
writes its own ticket. Congress does not know 
how much tax money the outfit spends, how 
many employees it has, who they are, where 
they are, or what they do. And Congressmen 
can’t find out if they try. 


All that Congress is permitted to know 
about the CIA is that it is supposed to keep 
a finger on the pulse of the world, to gather 
throughout the globe intelligence informa- 
tion that will help our government in the con- 
duct of defense and foreign policies. 


From the violent upheaval in Bogota, Co- 
lombia and the Soviet blockade of Berlin ir: 
1948, through the sudden invasion of Sout! 
Korea by communist forces in 1950, throug’: 
the British-French-Israeli invasion of Egypt i: 
1956, through the organized demonstration 
against Nixon in South America, down to an 
including the sudden revolution in Iraq i 
July, 1958, our government was obviously — 
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ag to happen. 
Where was the CIA? 


Looking For A Way Out 


until some situation develops which will en- 


and courageous action saved the day for free- 


own devices. 


While waiting and hoping for a situation 
to develop, administration leaders are plan- 


from that university in 1938 and 1940. 


in the FBI, rather than return to Harvard. 


roth sides of great controversial issues. 


iis weekly publication, The Dan Smoot Report. 


eport. 


-dmittedly — caught unawares, without any 
previous warning or inkling of what was go- 


Even our timid Congress is now beginning 
i> admit, above a whisper, that the super- 
secret, super-state known as CIA is not only 
i seless — but probably far worse than useless. 


My excellent source of information in 
Washington tells me that administration lead- 
ers are desperately searching for some face-sav- 
ing way to get American troops out of Leb- 
anon, The President and the palace guard now 
realize that sending the Marines into Lebanon 
was a grievous error. But they can’t pull out 


able them to say that Eisenhower’s prompt 


dom in Lebanon and that now we can come 
home and safely leave the Lebanese to their 


WHO IS DAN SMOOT? 


Dan Smoot was born in Missouri. Reared in Texas, he attended SMU in Dallas, taking BA and MA degrees 
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ning a massive new foreign aid program which 
will be offered to all nations of the Middle East 
as soon as we get our troops out — this being 
intended to soothe the nationalistic feelings 
which have been wounded by our military in- 
tervention in Middle Eastern affairs! 


Developments in Iraq and the publicly 
stated reason for our going into Lebanon in 
the first place make it difficult for us now to 
find the necessary face-saving occasion for 
getting out of Lebanon. 


The President cited the sudden, bloody rev- 
olution in Iraq as the immediate justification 
for sending troops into Lebanon: in order to 
“protect American lives” and guarantee the 
integrity of the lawful government of Leb- 
anon, we had to act, to keep the Iraq rebellion 
from spreading into Lebanon. 


Now, however, we find that we can do 
business with the rebel clique in Iraq and we 
are on the point of recognizing it as the law- 
ful government. If we recognize it as lawful 
this surely means that we regard it as a genu- 
ine revolutionary movement by and for the 
people of Iraq. Then how can we justify mili- 
tary action to keep it from spreading into 
Lebanon? 


In 1941, he joined the faculty at Harvard as a Teaching Fellow in English, doin duate work for the de 
of Doctor of Philosophy in the field of American Civilization. . suish ao 


In 1942, he took leave of absence from Harvard in order to join the FBI. At the close of the war, he stayed 


He served as an FBI Agent in all parts of the nation, handling all kinds of assignments. But for three and a half 
years, he worked exclusively on communist investigations in the industrial midwest. For two years following that, 
ae was on FBI headquarters staff in Washington, as an Administrative Assistant to J. Edgar Hoover. 

_ After nine and a half years in the FBI, Smoot resigned to help start the Facts Forum movement in Dallas. As the 
vadio and television commentator for Facts Forum, Smoot, for almost four years spoke to a national audience giving 


In July, 1955, he resigned and started his own independent program, in order to give only one side — the side 
hat uses fundamental American principles as a yardstick for measuring all important issues. Smoot now has no 
upport from, or connections with, any other person or organization. His program is financed entirely from sales of 


If you believe that Dan Smoot is providing effective tools for those who want to think and talk and write on 
he side of freedom, you can help immensely by subscribing, and encouraging 


others to subscribe, to The Dan Smoot 
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When you set yourself up as policernan 
and santa claus for the whole world, you en- 
counter many unanswerable questions. 


But one thing you can say about the Leba- 
nese crisis: it has already lasted long enough 
to get the foreign aid and trade programs 
which the President wanted. 


UN Emblem Out of the Sky 


On July 14, 1958, I reported (“SUN Em- 
blem in the Sky”) on an article in the June, 
1958, issue of United Nations Review which 
said the United Air Lines had painted the UN 
emblem on every plane in its fleet — and that 
passengers on United Air Lines were given a 
leaflet explaining that the UN emblem was 
there to reaffirm belief in the principles of the 
United Nations and to enlist the support of all 
people in behalf of the United Nations. 


Public response was quick and determined. 
Just from copies of letters which I received, I 
know that United Air Lines received many 
complaints from Americans who said they 
would not patronize United as long as the UN 
emblem was on its planes. 


United Air Lines has now notified me that 
the UN emblem is no longer on its planes. 
United also tells me that the company never 


gave leaflets to passengers explaining its sup- 
port for the UN. 


Im glad to hear that. I merely reported 
what the United Nations Review said. It 
wouldn’t surprise me to learn that some of the 
information in that publication is not entirely 
reliable. 


Straight Talk 


J. Bracken Lee, former Republican gover- 
nor of Utah, is now campaigning as an inde- 
pendent for a seat in the U. S. Senate. His 
opponents: modern republican Arthur V. 
Watkins, incumbent; and Frank Moss, Demo- 
crat, Salt Lake County Attorney. 


Lee, national chairman of For America, be- 
lieves that the federal income tax amendment 


~ should be repealed. 


When asked why he didn’t try to run for 
the Senate as a Republican, Lee said: 


I have no use for the present leadership of the 
Republican Party. 


If you do not keep a permanent file of The Dan Smoot Report, please mail this copy to a friend who is 
interested in sound government. 
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